A. INTRODUCTION
The World Trade Organization's (WTO) Agreement on Trade-Related Aspects of Intellectual Property Rights (TRIPS Agreement) 1 imposes limits to, and certain parameters for, the regulation by WTO Members of trademark transactions, such as licenses and assignments. WTO Members can challenge each other's measures implementing these provisions if they believe another Member's trademark rules violates the TRIPS Agreement using the WTO dispute-settlement system. 2 This Chapter examines, first, the source of trademark provisions in the TRIPS Agreement and specifically whether they accord with common law or civil law trademark law and practice. It then considers the TRIPS Agreement provisions that are most likely to impact trademark transactions. After a review of Articles 15, 19 and 20 of the TRIPS Agreement, which at least indirectly impact trademark transactions, the Chapter devotes a separate part to Article 21, which provides rules applicable to licenses, transfers and assignments of trademarks.
B. THE ORIGIN OF THE TRADEMARK PROVISIONS IN THE
TRIPS AGREEMENT
The battle between common and civil law
Like most other sections of the TRIPS Agreement, the trademark section is a compromise. While that compromise was not always between the same two positions, the differences between the two major legal systems, namely common law and civil law, do emerge rather frequently in the text. Indeed, one could attribute a score to determine which 'side' won the debate on each section of Part II of the TRIPS Agreement (that is, the part that contains the norms concerning substantive IP rights, including trademarks).
For example, common law 'scored' a major win in copyright. The TRIPS Agreement's incorporation, by reference, of the substantive provisions of the Berne Convention for the Protection of Literary and Artistic Works (Berne Convention), whose origins are deeply rooted in the soil of continental Europe, may not seem like a win. 3 However, by the time the TRIPS Agreement was signed in Marrakesh on 15 April 1994, the Berne Convention had become an unavoidable point of reference, with 107 Member States at the time, 4 especially with the addition of the United States in 1989. 5 Short of rewriting the Berne Convention ex nihilo, which would have implied huge transition costs, the acceptance of the Berne Convention was unavoidable. 6 Of course, the victory of common law was not in accepting the reference to the Berne Convention. The success was in getting the countries Members of the WTO to agree to the following: (a) to remove the notion of 'author' and replace it with the more economic and utilitarian notion of 'right holder': and (b) to eviscerate the moral right by making it impossible to enforce at the WTO.
The patent section of the TRIPS Agreement is a more complex analysis owing in large part to the fact there was no unified front of common law jurisdictions. In fact, the majority of such jurisdictions though definitions in domestic law varied considerably identified patentability criteria using terminology similar to that used in civil law countries. Hence, the patentability criteria found in Article 27.1 of the TRIPS Agreement are named (but not defined) as 'inventive step' and 'industrial applicability' and not as the North American concepts of non-obviousness and utility, which are merely identified in a footnote as possible deemed synonyms. 7 The patent section of the TRIPS Agreement is thus perhaps best seen as a draw. 8 As we get closer to trademarks, one could mark the section on geographical indications (Articles 22 to 24) as a victory for civil law. That would be incorrect, or at least an oversimplification. The number of countries interested in a higher level of protection of geographical indications has increased over the past few years, as the renewed interest in the Lisbon Agreement on the Protection of Appellations of Origins (Lisbon Agreement) at the World Intellectual Property Organization (WIPO) has shown. 9 The debate has not been between common law and civil law as much as it has been between the 'Old World' and 'New World'. 10 Now a path forward is emerging as 'New World' nations recognize the value of geographical identifiers, from Napa (U.S.) or Marlborough (New Zealand) wines to Colombian coffee to Mexican crafts and tequila. 11 In fact, a Diplomatic Conference which should adopt a revised version of the Lisbon Agreement is scheduled to be held in 2015. 12 7 In other words Canada and the United States did not have to modify their national law because the notions of utility and non-obviousness 'may be deemed to be synonymous' with industrial application and inventive step, respectively. 8 It is no surprise that the terms used by a vast majority of countries are in the main article and the Canada/US version relegated to the footnote. 
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Independently of which side 'scored' higher in the negotiation of any section of the TRIPS Agreement, the exact measure of the victory sometimes remains unclear. WTO Members run the risk of having the TRIPS Agreement interpreted in ways that were not entirely foreseen during the negotiation. For example, the panel that examined the European Union's (EU) regime for the protection of geographical indications seemed to confirm that maintaining a 'first in time, first in right' approach to the interface between trademark rights and geographical indications was acceptable in most cases. 13 The disputesettlement panel found that the EU regime that accords higher protection to geographical indications where there was a conflict with a (non famous) pre-existing trademark was an acceptable exception to trademark rights under the TRIPS Agreement's Article 17. The rule that applies to the interpretation of the TRIPS Agreement and other WTO instruments is, however, that one should not add non-negotiated concessions to its text. 14
Trademarks in major legal systems and the TRIPS Agreement
Against the backdrop of a conflict or forced reconciliation between the two major legal systems, what then can one say of the trademark section in the TRIPS Agreement? Does it reconcile civil and common law notions? To a certain extent, it tries to achieve that objective.
It is well-known that there are two different worldviews when it comes to trademark law, which one could broadly describe here again as civil law and common law approaches. Painting with a very broad brush, one could say that in common law jurisdictions trademark law is derived from the tort of 'passing off '. That is, rights in a trademark typically stem from use in commerce of a symbol to distinguish goods or services from one undertaking from those of a competitor. 15 Common law would then prevent, under tort doctrines, the use of a confusing mark by a competitor. Unregistered marks are protected at common law, typically only in the geographic area in which they were used and then only against later users. 16
13 GERVAIS, TRIPS AGREEMENT, supra note 6, at 338-40. 14 DSU, supra note 2, Arts. 3(2) and 19(2). 15 This typically means one or (generally) more arms-length commercial transactions on a product or service in which the mark is featured as a distinctive symbol identifying the supplier or origin of the product or service. The original tort of 'passing off ' prevented a merchant from putting another's mark on his wares. 17 At common law, the existence of protection depended on use in commerce by the plaintiff. 18 Modern trademark theory has recognized that trademarks protect not only the owners of marks, but also benefit consumers, especially by reducing search costs. 19 Trademarks allow consumers to identify lawful products that they wish to purchase and to expect a certain quality that they associate with a given trademark. This is an incentive for the trademark owner to maintain its brand.
Various statutes and legal doctrines have added to the arsenal of common law trademark holders over the years, including notions such as 'dilution' in the United States (U.S.) trademark law or protection outside the area where a trademark is actually used. 20 In spite of the add-ons, however, the notion that basic trademark rights arise from use, not from an act of government, still remains central to all common law systems. Consequently, in most common law jurisdictions obtaining registration of a trademark that is not in use in commerce is not possible. 21 One may apply for registration but may not complete the registration process without providing adequate evidence of use.
In civil law systems, by contrast, one may apply and obtain registration of a trademark that is not (yet) in use. Trademark rights arise from the administrative act of registration of the trademark. 22 Unregistered marks are not protected as such, although remedies are often available under general rules concerning unfair or parasitic competition. 23 This ex ante approach in the role of government in civil law systems is in marked contrast to the approach in common law jurisdictions where the government only intervenes ex post, that is, after use in commerce has begun. The registration process in common law jurisdictions thus recognizes a trademark that is already in existence and use.
That said, it is worth noting that the purpose of the registration of trademarks is typically not simply for the sake of registration. Trademarks are typically registered so that they can be used. 24 Put differently, it is relevant in an analysis guided by the object and purpose of the TRIPS Agreement as directed by the application of the Vienna Convention on the Law of Treaties (VCLT) 25 to ask why the TRIPS Agreement gives trademark owners a right to access a registration system and rights against use by third parties to understand the relevant trademark provisions.
The TRIPS Agreement and the Paris Convention
With its heavy emphasis on registration, the Paris Convention for the Protection of Industrial Property (Paris Convention) 26 is arguably a reflection of the civil law approach to trademark protection. Then again, providing rules to simplify registration of marks internationally was the most natural subject matter for an international instrument on trademarks in the 19th century context of World Fairs and emerging international trade, short of specifying uniform minimum substantive trademark rules as happened in the TRIPS Agreement.
The Paris Convention affords a six-month priority period for trademark owners based in a Paris Member country to apply for registration in a foreign country that is also party to the Paris Convention. The system thus presupposes that a trademark holder will have registered her trademark in country A (typically her country of origin) and then apply for registration in other jurisdictions party to the Paris Convention. Chapter 1 TRIPS, TRADEMARKS, AND TRADEMARK TRANSACTIONS 1.13 1.14
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The TRIPS Agreement went further than the Paris Convention in several respects. The Paris Convention does not define what may constitute a trademark nor does it provide for much in terms of trademark rights or exceptions, other than Article 10bis, which provides substantial protection against various forms of unfair competition. 28 In contrast, the TRIPS Agreement defines the signs that may constitute trademarks, though it also reflects some level of disagreement about certain types of trademarks, in particular sound and olfactory marks. In such cases, WTO Members are free to determine that only visually perceptible marks can be protected in their country. 29 
C. THE TRADEMARK PROVISIONS IN THE TRIPS AGREEMENT
The Chapter now turns to the provisions in the TRIPS Agreement most likely to impact trademark transaction rules.
Article 15 of the TRIPS Agreement
While the TRIPS Agreement does not provide a full trademark code, if read as an entire document while taking its object and purpose into account, it does provide guidance as to WTO Members' shared understandings of the policies and norms relevant to trademarks. 30 For instance, the function of trademarks can be understood by reference to the TRIPS Agreement Article 15.1, especially its first sentence, which refers to distinguishing goods and services of undertakings in the course of trade. Article 15.1 provides specifically that:
Any sign, or any combination of signs, capable of distinguishing the goods or services of one undertaking from those of other undertakings, shall be capable of constituting a trademark. Such signs, in particular words including personal names, letters, numerals, figurative elements and combinations of colours as well as any combination of such signs, shall be eligible for registration as trademarks. Where signs are not inherently 28 Paris Convention, supra note 26, Art. 10bis. 29 TRIPS Agreement, supra note 1, Art. 15.1. In earlier drafts, the exclusion was applicable to trademarks not capable of 'graphical representation', which might not have excluded certain sound marks and perhaps even some olfactory marks, which are capable of representation using musical notations, descriptions, or chemical formulas. 30 WTO Members' shared understanding might also be described as the intention of the parties to the agreement.
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capable of distinguishing the relevant goods or services, Members may make registrability depend on distinctiveness acquired through use. Members may require, as a condition of registration, that signs be visually perceptible. 31 Civil and common law systems meet without much effort in the definition of the basic function of a trademark, as explicated in Article 15.1, namely the ability to distinguish the goods or services of one undertaking from those of other undertakings or, simply put, distinctiveness.
The function(s) of trademarks
An argument has been made that the purpose of trademarks are merely to separate goods or services in the market place and not to indicate a source or origin. 32 One can readily agree that trademarks should be capable of performing this distinguishing function. It does not necessarily follow that that is all that a trademark does, however. When one sees the Coca-Cola® trademark on a bottle, it does certainly mean to the average consumer that the product is not Pepsi® or some other competing soft drink. It would seem fair to add that it performs the function of ensuring to the consumer that the product in the bottle will have the taste and perceived quality that one expects from previous experience, advertising or both. While not specifying a geographic origin (whether the product was made and/or bottled at Coca-Cola Company's headquarters in Atlanta or not is not the point), the trademark also signifies that a well-known company stands behind the product.
As a commentator explained with respect to U.S. law:
A trademark owner is free to license use of the mark for goods or services, but the licensor must ensure, in some way, that the goods or services with which the mark is used meet the licensor's quality standards. In other words, 'a trademark owner's duty under the Lanham Act not to use the mark in a manner that deceives the public entails a duty to control the quality of its licensees' products.' Reliance on the 'quality assurance' function of trademarks relieves the trademark owner of the burden of active participation, substituting the lesser obligation of quality control. 33 Licenses without quality control are sometimes referred to as 'naked licenses' in the U.S. and other legal systems. Under the TRIPS Agreement, WTO Chapter 1 TRIPS, TRADEMARKS, AND TRADEMARK TRANSACTIONS 1.20
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Members may legitimately consider naked licensing as a possible cause to find a trademark is not or is no longer protected in their territory. A U.S. court described the applicable law as follows in a well-known court opinion:
We are all agreed that the Lanham Act places an affirmative duty upon a licensor of a registered trademark to take reasonable measures to detect and prevent misleading uses of his mark by his licensees or suffer cancellation of his federal registration. The Act, 15 U.S.C.A. § 1064, provides that a trademark registration may be cancelled because the Trademark has been 'abandoned.' And 'abandoned' is defined in 15 U.S.C.A. § 1127 to include any act or omission by the registrant which causes the trademark to lose its significance as an indication of origin. 34 In other words, trademarks can be seen as performing a distinguishing function that reduces search costs and what one might call a 'trust function', which one could define allowing 'buyers to trust and rely upon the signals conveyed by sellers as guarantees for quality, thus helping to prevent the lemonization of markets for goods with experience and credence attributes'. 35 For instance, the name of the Coca-Cola company on a product other than the well-known cola (the company sells drinks such as purified water and orange juice) and even bearing prominently another trademark (here, Dasani® and Minute Maid®) might reassure a consumer familiar with Coke® but not Dasani® that it comes from what one might call, to simplify, a 'known or reputable source'.
The melding of the two major legal systems in the TRIPS Agreement admittedly leaves room for substantive trademark law to grow in various directions on this dual function issue (distinguishing and source/quality assurance). What is the impact on the protection of a mark if the owner changes the quality of the goods? Does it lead to a loss of distinctiveness and possibly of the exclusive use of the mark? This is the law in a number of WTO Member countries. 36 Other WTO Members may decide to deal with such situations primarily as a matter of consumer protection. If a mark is associated with a high quality product, its presence will assure the purchaser that the goods are likely to be of that quality. The mark, at least, allows a purchaser to tell whether or not the goods have come from a source in which he or she has confidence … Not only were the efforts to notify the public virtually non-existent, there was clearly a deliberate attempt by the respondents to
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The fact that use is required in certain (common law) systems is recognized in Article 15 of the TRIPS Agreement, which also provides that WTO Members may make registrability dependent on use, 37 but adds that actual use of a trademark shall not be a condition for filing an application for registration. Where signs are not inherently capable of distinguishing the relevant goods or services (for example, the shape or packaging of certain products), registrability may be made dependent on distinctiveness acquired through use. This is consonant with the Paris Convention system described in the previous section of the Chapter. It allows for registration of distinctive signs if registered in their country of origin, but also reflects the flexibility left to WTO and the Paris Convention Members to calibrate rules concerning the distinctiveness of trademarks. Article 6quinquies(B)(ii) of the Paris Convention allows registrability to be denied when a mark is devoid of any distinctive character, which WTO Members may base on acquisition through use if the mark is inherently incapable of distinguishing the relevant goods or services. 38 In comparing the TRIPS Agreement with Article 6quinquies(B) of the Paris Convention, and recognising the principle that a mark duly registered in its country of origin should be registered, a mark should be examined on its individual merits, and proper instructions given accordingly to examiners (particularly regarding countries not party to the Paris Convention that are or will become WTO Members). This is reinforced by Article 6quinquies(C) of the Paris Convention, which requires that all factual circumstances be taken into consideration. 39 The adaptation of the TRIPS Agreement to the common law world is not limited to the recognition of the validity of a requirement of use. 40 The definition contained in the first sentence of There is, however, an interesting nuance in that the term control was chosen to replace consent, the draft was modified as follows during the TRIPS Agreement negotiations (changes shown):
Use of a trademark by another person with subject to the consent control of the owner shall be recognized recognised as use of the trademark for the purpose of maintaining the registration. 45 Article 19.2 implies that a WTO Member must also accept use by a person other than the owner but subject to his control as use that qualifies to maintain the trademark. 46 Control is often effected by a licensing arrangement enumerating specific conditions under which the mark may be used by the licensee. 
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This puts the spotlight on the control that can and perhaps should be effected by the trademark owner in any licensing transaction and the key role of the specifications (or 'cahier des charges') that a complete trademark license, including franchising arrangement, should comprise. Under Article 19.2 of the TRIPS Agreement, WTO Members have flexibility to require control of the licensee's use by the trademark owner. Control is not the same as consent.
As WIPO noted in its Joint Recommendation Concerning Trademark Licenses:
Certain national or regional laws, however, provide that use by persons other than the holder may be held to constitute use of the mark by the holder only if certain conditions are fulfilled, such as the conclusion of a formal license contract containing quality control clauses or such as the recordal of such a contract. In that respect, it is to be noted that Article 19.2 of the TRIPS Agreement expressly allows a requirement that there be control of a licensee's use of a mark by the holder in order to consider such use valid for maintaining the registration of a mark. 47 While the existence of an optional recordal system for licenses and transfers seems acceptable under the TRIPS Agreement rules, there is some disagreement about whether WTO Members may require that a license be registered or 'recorded'. Such registration or recordal may be required under applicable corporate or business licensing laws, tax laws, or other financial regulations not related to intellectual property. Would a WTO Member be allowed not to consider use by an authorized licensee under control of the trademark owner as not sufficient to maintain registration? The text of Article 19.2 of the TRIPS Agreement does not seem to support this conclusion, by making it clear that such use 'shall be recognized' for that purpose.
The matter was debated during the negotiations, that is, prior to the adoption of the TRIPS Agreement text, at least up to a point. A need to 'control' the use of foreign trademarks by local licensees was felt and justified, during the negotiations, as follows:
It is well recognised that foreign trademarks tend to encourage the production and consumption of non-essential and luxury goods in poorer societies, thereby distorting their socio-cultural objectives and values. Perceptive commentators have drawn attention to the typical and strong tendency in developing countries to imitate the Chapter 1 TRIPS, TRADEMARKS, AND TRADEMARK TRANSACTIONS 1.31
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16 consumption patterns and life styles of affluent countries, although they may be ill-suited to their own conditions and circumstances. 48 This control was effected by a number of countries using 'registered user' requirements. As India noted:
The mere authorisation of the use of the trademark by a third party through a private sanction, without the third party being registered as a 'Registered User', shall not constitute use. 49 The fact that this was raised during the negotiations and that no provision was made in the TRIPS Agreement for the survival of this requirement as a condition to maintain registration is a strong argument against a mandatory requirement to register. This does not mean that registration or recordation of licenses would not be desirable and cannot be effected through other means, however. What it does mean is that sanctions for failure to do so should likely focus not on the validity of the registration or license per se but rather be in the form of administrative measures or adequate fines. This is also WIPO's view on the matter:
The non-recordal of a license with the Office or with any other authority of the Member State shall not affect the validity of the registration of the mark which is the subject of the license, or the protection of that mark. 50 Some enforcement and evidentiary rules could also be contingent on the recordation of licenses. 51 Finally, the TRIPS Agreement does not prevent the application of competition law where applicable.
Article 20 of the TRIPS Agreement 52
Article 20 of the TRIPS Agreement provides as follows: 
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The use of a trademark in the course of trade shall not be unjustifiably encumbered by special requirements, such as use with another trademark, use in a special form or use in a manner detrimental to its capability to distinguish the goods or services of one undertaking from those of other undertakings. This will not preclude a requirement prescribing the use of the trademark identifying the undertaking producing the goods or services along with, but without linking it to, the trademark distinguishing the specific goods or services in question of that undertaking. 53 Article 20 is relevant in trademark transactions in preventing some requirements of use of a trademark with another mark, for example. Whether its prohibition on encumbrances allows WTO Members to completely ban the use of marks is a matter before a WTO Dispute-Settlement Panel at the time of writing. 54
Article 20 reflects the function of trademarks in the course of trade, a concept with strong origins in common law trademark doctrines. When interpreting Article 20, the domestic law traditions of any one party to the TRIPS Agreement will not necessarily be determinative. State practice, however, may be relevant to determining the ordinary meaning of terms incorporated in the Agreement when those terms were known to have an agreed meaning, and even an object and purpose, reflective of domestic law. 55 The forced combination of a trademark with another by government regulation was examined in an early WTO Dispute-Settlement Panel report. In Indonesia -Certain Measures Affecting the Automobile Industry case, 56 the United States claimed, inter alia, on the basis of Article 20 that Indonesia had violated its TRIPS Agreement obligations. Its first argument was that:
[a] foreign company that enters into an arrangement with a Pioneer company would be encumbered in using the trademark that it used elsewhere for the model that was adopted by the National Car Programme. 57 The Panel did not accept this argument for the reason that:
[I]f a foreign company enters into an arrangement with a Pioneer company it does so voluntarily and in the knowledge of any consequent implications for its ability to use any pre-existing trademark. In these circumstances, we do not consider the provisions While both the Paris Convention and TRIPs recognize the territoriality principle, both create potentially significant exceptions to the doctrine for famous marks. For example, both doctrines contemplate a scenario where a foreign, non-U.S.-based user is given priority rights to a mark, regardless of the level (or absence) of use in the United States. To date, however, there is scant case law in which a U.S. court discussed or applied the provisions of any treaty to a trademark dispute, and it is unclear how much weight U.S. judges will accord to foreign treaties and protocols … Although most U.S. courts characterize the principle of territoriality as basic to trademark law, some U.S. courts -along with the treaties outlined above -have discussed (although few have applied) a potential exception to this general rule: the 'well known' or 'famous' mark doctrine. 
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In addressing the U.S. claim under the TRIPS Agreement with respect to Indonesia's National Car Programme, the Panel had relied heavily on its conclusions that it was permissible for a government to confer a benefit on condition of a foreign company's relinquishment of the rights afforded under the TRIPS Agreement.
[…] In the United States' view, the Panel's conclusions on this point were incorrect, short and devoid of any detailed analysis or discussion of precedent. In particular, the Panel had failed to discuss the GATT and WTO precedents supporting the proposition that there was a requirement in situations where a company had voluntarily accepted conditions in order to receive a benefit. 62
D. THE TRADEMARK TRANSACTIONS PROVISION: ARTICLE 21 OF THE TRIPS AGREEMENT
The key provision on trademark transactions in the TRIPS Agreement is Article 21. It provides as follows:
Members may determine conditions on the licensing and assignment of trademarks, it being understood that the compulsory licensing of trademarks shall not be permitted and that the owner of a registered trademark shall have the right to assign the trademark with or without the transfer of the business to which the trademark belongs. 63
Drafting history
Let us consider, first, the drafting history. The early draft of 23 July 1990, contained inter alia the following texts:
+ Compulsory licensing of trademarks shall not be permitted. + The right to a [registered] trademark may be assigned with or without the transfer of the undertaking to which the trademark belongs.
[PARTIES may require that the goodwill to which the trademark belongs be transferred with the right to the trademark.] [PARTIES may prohibit the assignment of a registered trademark which is identical with, or similar to, a famous mark indicating a state or a local public entity or an agency thereof or a non-profit organisation or enterprise working in the public interest.]
+ It will be a matter for national legislation to determine the conditions for the use or assignment of a mark. In October 1990, the text was changed twice, first to this version: + Compulsory licensing of trademarks shall not be permitted. + The right to a [registered] The owner of a registered trademark shall have the right to assign his trademark may be assigned with or without the transfer of the undertaking to which the trademark belongs.
+ It will shall be a matter for national legislation to determine the conditions for the use or assignment of a mark.
Then to this:
+ Compulsory PARTIES may determine conditions on the licensing and assignment of trademarks, it being understood that the compulsory licensing of trademarks shall not be permitted and that the owner of a registered trademark shall have the right to assign his trademark with or without the transfer of the undertaking to which the trademark belongs.
+ It shall be a matter for national legislation to determine the conditions for the use of a mark.
In November 1990, the texts were 'combined' as follows to give a text similar to the final (adopted) version:
PARTIES may determine conditions on the licensing and assignment of trademarks, it being understood that the compulsory licensing of trademarks shall not be permitted and that the owner of a registered trademark shall have the right to assign his trademark with or without the transfer of the undertaking business to which the trademark belongs.
How should one interpret the text? Let us begin with the rule concerning compulsory licenses.
Compulsory licenses of trademarks
One of the purposes is clear: compulsory licensing of trademarks is prohibited. It is true that, while cases where compulsory licensing of patents may be justifiable in the public interest, it is typically not so with trademarks. Why would a WTO Member want to allow a third party not authorized by the Coca-Cola Company to sell Coke? Local consumers would be 'fooled' into believing that they are purchasing 'the real thing'. Any problem with the product could tarnish the Coca-Cola mark (and company). There is, therefore, no welfare gain for the public nor (obviously) for the trademark owner in allowing this type of free-riding. Since the purpose of trademark is its ability to distinguish the goods or services of one undertaking from those of another, it would be nonsensical to let a third party use that link as identifying the product or service without the consent of (and control by) the trademark owner. Other matters of possible public interest, such as eliminating unused marks from the register, are dealt with in previous Articles. If the use of a patented product is allowed under a compulsory license (say, under the Paragraph 6 System), use of the trademark of the patent holder as an indication could be misleading. 64 Under a compulsory licensing regime, how would the licensee not working in cooperation with the trademark owner achieve the level of quality control required to maintain the distinctiveness of the mark? Trademarks perform a distinguishing function from which in many legal systems follows a quality control function: consumers rightly expect consistency of the quality (with variations for items such as food products because the materials used necessarily vary). To say that a trademark compulsory license can or should be issued because a third party (such as a government agency) is regulating the quality of a product ignores the source component of the function. That component is indicated by the direction of Article 15 of the TRIPS Agreement that a mark's purpose is to distinguish the goods or services of one undertaking from those of other undertakings. 65 As the U.S. Court of Appeals for the Fourth Circuit noted, it is precisely that function that makes a symbol a protected trademark:
When a trademark ceases to identify in the public's mind the particular source of a product or service but rather identifies a class of product or service, regardless of source, that mark has become generic and is lost as an enforceable trademark. See 15 U.S.C. § 1064(3). To become generic, the primary significance of the mark must be its indication of the nature or class of the product or service, rather than an indication of source. 66 While in the case of geographical indications the origin-indicating function is fully intertwined with the quality assurance function, as noted above, this often includes trademarks as well. 67 Even if third party controls are likely to maintain consistency of the goods, the welfare gains of allowing a product not manufactured by A or with A's consent to be sold as A's product are unclear at best. Consumers can be informed that the product manufactured by B is How does that affect enforcement after (the grant of a) license? As far as enforcement by a licensee is concerned, WIPO notes that whether 'a licensee should be allowed to join proceedings initiated by the licensor, or whether it would be entitled to damages resulting from an infringement of the licensed mark', 71 a matter left to national law, is not the same as asking whether 'a licensee has the right under the law of a Member State to join infringement proceedings initiated by the holder and to obtain damages resulting from an infringement of the licensed mark'. 72 In answering the second question, the answer is clear: the licensee should be able to exercise those rights independently of whether the license is recorded or registered. organization […] held that the rights of third parties could depend on recordal and that the licensee could not join in infringement proceedings unless the license was recorded'. 73 Indeed the Notes to the Joint Recommendation mention that the 'question whether the non-recorded licensee should have the right to join infringement proceedings initiated by the holder and to recover damages was the subject of an intensive debate'. 74 Subject to other provisions of the TRIPS Agreement, Members may also allow nominative uses of protected marks.
It should be noted that the first part of this Article seems to apply to all trademarks (including unregistered marks where they are protected), while the latter part (right to assign) clearly applies only to registered marks.
Article 21 goes beyond Article 6quater(1) of the Paris Convention which deemed that, in cases where the goodwill or business to which the mark belongs had to be transferred at the same time as the transfer of the mark, transfer of the portion of the goodwill or business located in the country concerned was sufficient. This was fully justified under the principle of independence of rights in different territories. 75 A number of countries did (some still do) require the transfer of the goodwill or business and in some cases, in spite of Article 6quater, required the transfer of the entire business, even if parts of it were located in foreign territories. This is also potentially in conflict with the 'trend' to develop marks as brands with value and existence independently of the goods or services they are associated with.
The TRIPS Agreement eliminated requirements concerning transfer of the business together with the mark. Business may be defined as 'the industrial or commercial establishment,' that is, the material basis of the activities. 76 However, contrary to Article 6quater of the Paris Convention, Article 21 does not refer to the 'goodwill'. Bodenhausen, in the well-known Guide to the Paris Convention, defines goodwill as the 'customer base'. 77 It is difficult to imagine that this element was left out unintentionally. The conclusion that follows from such a choice is that while WTO Members are not permitted to require transfer of the business, as regards transfers of the goodwill only Article 6quater of the Paris Convention applies (through Article 2.1 of the TRIPS Agreement, which incorporated the substantive provisions of the Paris Convention, including Article 6quater).
This conclusion is reinforced by other expressions used in various texts known to negotiators. For example, Article 5A(4) of the Paris Convention speaks of 'enterprise or goodwill', the former probably a synonym of 'undertaking', a term also used in Article 31(e) of the TRIPS Agreement. 78 The 1994 Trademark Law Treaty (TLT) is relevant as a contemporaneous instrument negotiated among many of the same parties, though it was concluded a few months after the signing of the WTO Agreement (and the TRIPS Agreement). 79 Article 11(4)(iv) of the TLT refers to the 'business or the relevant goodwill' and does not allow contracting parties, in determining the requirements to be met to record a change of ownership in a trademark, to request that evidence be furnished that the business or relevant goodwill has been transferred with the mark. Appropriate measures, provided that they are consistent with the provisions of this Agreement, may be needed to prevent the abuse of intellectual property rights by right holders or the resort to practices which unreasonably restrain trade or adversely affect the international transfer of technology. 81 Article 40.2 reads as follows:
Nothing in this Agreement shall prevent Members from specifying in their legislation licensing practices or conditions that may in particular cases constitute an abuse of intellectual property rights having an adverse effect on competition in the relevant market. As provided above, a Member may adopt, consistently with the other provisions of this Agreement, appropriate measures to prevent or control such practices, which may include for example exclusive grantback conditions, conditions preventing challenges to validity and coercive package licensing, in the light of the relevant laws and regulations of that Member. 82 Article 8.2, in part because the Article is titled 'Principles' and in part because of the 'provided that they are consistent with the provisions of this Agreement' may be seen as a 'policy statement with active force; that is part of the object and purpose of the TRIPS Agreement'. 83 Object and purpose is of course of cardinal importance here. The central rule of interpretation and key part of Article 31 of the VCLT requires that a 'treaty shall be interpreted in good faith in accordance with the ordinary meaning to be given to the terms of the treaty in their context and in the light of its object and purpose'. 84 The VCLT is applicable to the interpretation of the TRIPS Agreement and other WTO instruments. 85 Article 40.2 has direct operational force. It establishes the right of WTO Members to specify, on a case-by-case basis (thus excluding a priori determination that a particular practice or licensing condition is anti-competitive leading to the automatic imposition of a remedial measure), practices which must (a) constitute an abuse of intellectual property rights and (b) have an adverse effect on competition (using wording similar but not identical to that used in Article 8 of the TRIPS Agreement).
A broad definition of 'abuse' without a determination of adverse effect would thus not be consistent with Article 40.2. Indeed, during the negotiation, the possibility of separating these two criteria by an 'or' was discussed at length, but in the end, the wording retained seems to require that both be met simultaneously. In those cases that meet the two required criteria, measures to control or prevent such practices may be taken but only as provided in previous Articles ('as provided above' juxtaposed to 'consistently with the other provisions of this Agreement'). This means that a measure affecting contractual abusive anti-competitive practices may not be taken if it is incompatible with another provision of the TRIPS Agreement, in particular of previous sections of Part II. This requires a balance of the obligation to protect right holders with the need to protect the public from abuses of rights such as coercive package licensing and imposing an obligation to buy goods and services made or distributed by the trademark owner beyond the requirements of the licensee (for example off-patent goods). But competition law may be applied more broadly to ensure the proper functioning of markets. Clauses that limit a licensee's ability to research on or improve the trademark owner's product (more typical in a patent context) could come under this type of scrutiny, as WTO Members try to calibrate their IP regime to optimize local innovation. 86 Countries should carefully weigh the possible application of investment treaties in this context, especially when legislating rules that apply to existing arrangements. Case-by-case determinations that an existing arrangement violates existing competition law seems less likely to come under the type of scrutiny possible under investment protection schemes. The TRIPS Agreement and the instruments adopted since its implementation clearly favour having fewer (if any) horizontal or per se rules in this context, and point towards greater case-by-case determinations accompanied by adequate due process.
The provisions in the TRIPS Agreement suggest that consultations are to be held between the Member that believes that a contractual practice in a particular case is abusive and anti-competitive and the Member of which the right holder concerned is a national or domiciliary. To explain the role of consultations in this field, it may be useful to recall that practices not unlike those mentioned in this section were discussed in the General Agreement on Tariffs and Trade (GATT) Panels before the Uruguay Round. The emphasis on consultations may reflect the approach taken in those previous attempts to deal with what was termed 'restrictive business practices'. During the GATT Review Session held in 1954 to 1955, a proposal to add a Chapter on 'cartels' (which was Chapter V of the Havana Charter) was rejected. 87 However, a Group of Experts on ' Arrangements for Consultation' appointed in 1958 to study this matter recommended in a 1960 report that CONTRACTING PARTIES should undertake to deal with restrictive business practices. 88 That Report, adopted by the CONTRACTING PARTIES, stated that:
[T]he CONTRACTING PARTIES should now be regarded as an appropriate and competent body to initiate action in this field […] and should encourage direct consultations between contracting parties with a view to the elimination of the harmful effects of particular restrictive practices. 89 Competition law is not uniform among WTO Members. Indeed, efforts to make it more uniform have so far failed. This provides a significant degree of policy flexibility to WTO Members. For instance, procedurally, it may be applied as ex ante regulation (clearance) of certain transactions. It can be applied ex post by a specialized (typically quasi-judicial) agency or by regular courts. WTO Members may, however, be more cautious in applying remedies that amount to the removal of intellectual property rights as opposed to limits on enforcement or other penalties. More importantly, as noted above, the TRIPS Agreement points to case-by-case determinations, with due process, as signalled by the 'particular cases' clause in Article 40.2.
The TRIPS Agreement is flexible on substantive conditions on transfers and licensing. The idea that the trademark owner should control uses by the licensee, for example, can be enforced as matter of trademark law, as in the Canadian example above. Because the normative pillars of trademark law in several jurisdictions focus first or at least as much on consumer interests, any license or transfer may be subjected to scrutiny to a test to see whether the transaction led to a loss of distinctiveness. We find an example in a U.S. case, where lack of quality control was described as a cause (if established) to find a mark had been 'abandoned', e.g. via naked licensing. 90
E. CONCLUSION
The TRIPS Agreement impacts trademark transactions by limiting the flexibility of WTO Members in defining what constitutes a trademark, prohibiting compulsory licensing, and restricting conditions on transfers and licenses and possible rules on mandatory use of a trademark with another mark or use in a special form. Disagreements over past disputes and a dispute on plain packaging of tobacco in Australia, which was pending at the time of writing, mean that the exact scope of the obligations imposed on WTO Members in that respect is not entirely clear. The Agreement does, however, leave room for use of trademark law to preserve a quality assurance function and to apply competition law in appropriate cases.
90 See case law cited, supra note 34.
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